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Can Free Competition Now Prevent Inflation? 


Announcer: 

Tonight, here in Radio City, 
New York, four authorities will 
give us the answer to the timely 
question, “Can Free Competition 
Now Prevent Inflation?” Here to 
preside over tonight’s discussion is 
Mr. Emerson Markham, station 
manager for General Electric’s radio 
and television facilities at Schenec- 
tady, New York, who has been 
moderator of many discussions 
among the scientists on GE’s own 
station, WGY. Mr. Markham. 
(Applause.) s 
Moderator Markham: 

Thank you, very much. Wel- 
come, good citizens, to America’s 
Town Meeting. Our question to- 
night, “Can Free Competition Now 
Prevent Inflation,” is not to be in 
any way an academic excursion into 
the field of economics, nor is the 
subject to be viewed in a detached 
manner. 

Instead, the problem is an inti- 
mate one. It has to do with your 
income, your expenses, your work- 


ing conditions, and the behavior of 
your government. It is as per- 
sonal a consideration as apple pie 
and cheese, or death and taxes. 


“Can Free Competition Now 
Prevent Inflation?’ “Yes,” says 
Ira Mosher, chairman of the Board 
of the National Association of 
Manufacturers. “No,” says Dr. 
William Yandell Elliott, professor 
of government at Harvard Univer- 
sity. Peter Drucker, professor of 
political economy at Bennington 
College believes that it can. Sylvia 
Porter, financial editor of the New 
York Post, just as firmly believes 
that it cannot. 


Now, ladies and gentlemen, 
where do we stand on this definite- 
ly American question? Suppose 
we reason it out together in a 
definitely American fashion. First 
to define and explain his position 
is Ira Mosher of the National As- 
sociation of Manufacturers and 
lively proponent of our free enter- 
prise system. Mr. Mosher. (Ap- 
plause.) 


Mr..Mosher: 

Mr. Markham, members of the 
radio audience. Free competition 
is that mighty force which raised 
this _Nation’s standard of living 
beyond the dreams of other lands, 
but it alone can’t prevent inflation 
now of at any other time. Govy- 
ernment and organized labor must 
also act in keeping with the public 
interest. But the rub is that we 
don’t even have that free competi- 
tion. Now, inflation is like a night- 
mare. You can’t beat it by evading 
the issue. When you really screw 
up your courage and make that de- 
termined effort to do something 
about a nightmare, you succeed— 
and the same goes for inflation. 
But since V-J Day, this Nation 
has strung along with inflation 
almost as if we enjoyed the sensa- 
tion. It has done a lot of talking 
without really considering the fun- 
damentals. 

Before we can answer the ques- 
tion, “Can free competition now 
prevent inflation?” we had better 
look at this thing called inflation. 
What do we mean by the word? 
What causes inflation and how do 
you measure it? 

A rise in prices does not cause 
inflation. That is the result of in- 
flation. = 

Inflation is an excess of money 
seeking goods that are not avail- 
able. The more the money and 
the fewer the goods, the greater the 
inflation. 


Inflation is thus largely the han- 
diwork of government extrava- 
gance and federal budget deficits 
which increase money supplies 
without increasing the volume of 
goods to buy. It is stepped up by 
any force that tends to decrease 
the supply of goods. 


Throughout the winter and 
spring months, strikes added their 
tell to the Nation’s inflationary 
woes. Even now, important in- 
dustrial units are hog-tied—motors, 
farm machinery, nonferrous metals 
—a few because of big strikes, but 
more because of little ones that 
prevent the flow of vital parts to 
final assembly lines, and threats 
are almost as bad as strikes them- 
selves. 


The upward price trend will not 
be abated until organized labor 
begins matching its increased wages 
with increased efficiency. Not 
daunted by the record of the past 
year, in which labor has seen its 
increasing wages gradually over- 
taken by result of price rises, the 
CIO is again tossing threats 
around. 


Perhaps labor can keep ahead 
of the game for a while. It does 
take time for prices to catch up, 
but it’s a boom-and-bust policy 
with labor being the principal vic- 
tim of the bust when it comes. 

Legislation, such as the Presi- 
dent vetoed last June, is a must 
if we are going to begin to cure 
the labor problem. Labor’s right 
to strike must not be taken away, 


but organized labor's irresponsibil- 
ity must be curbed if the public 
interest is ever again to be a con- 
trolling factor in this Nation of 
ours. 

On the government spending 
side we have some fine words, but 
small deeds as yet. President Tru- 
man recently raised his official pre- 
dictions of®government spendings 
this year from 35 to 41 billions of 
dollars. At the same time, he 
gave forthright and commendable 
recognition to the inflationary na- 
ture of a high level of govern- 
ment expenditures—so frank and 
forthright, in fact, that the meagre 
cuts in expenditures he requested 
of government agencies suffer in 
comparison. 

How high is 41 billions of dol- 
lars? Well, it’s just 25 cents out 
of every income dollar produced 
by the entire Nation. It means a 
charge of $900 against the income 
of every family of four. I leave 
it to you whether the service ren- 
dered is worth that price. © 

Every dollar spent unnecessarily 
by Government is a dollar un- 
necessarily competing with indus- 
try for scarce workers and scarce 
materials. A dollar spent by the 
Government is buying power, but 
ix creates no goods and services 
to be bought. 

Now, this adds up to the con- 
clusion that the Nation should 
back up the President in his effort 
to cut Government expeditures, 


but it should demand of him that 
he redouble that effort. 


Now, that’s the general situa- 
ticn. So, let’s take a look at OPA. 
Price controls still stand in the 
way of free competition, although 
perhaps the way may be a little 
easier under the new act. OPA 
doesn’t prevent inflation; it hides 
it for a time only. When the cur- 
tain goes up we find more inflation 
because we have had less produc- 
tion. 

OPA was created during the war 
to restrict production of civilian — 
goods in order to increase produc- 
tion of military supplies. In peace- 
time, OPA continues to restrict 
production of civilian goods. 

Free competition offers the price 
control which really works—price 
control by the American house- 
wife, and this estimable lady may 
have forgotten her power over 
prices until the suspension of OPA 
for those 25 days. After all, it’s 
been five years since she was queen 
of the market place. 

Now, the American housewife 
will not forget the pleasures and 
benefits of shopping around again, 
of picking and choosing and 
walking out on the chiseler. Let 
the man or woman beware who 
thinks she will stand for a return 
of the day when OPA was king 
and she took the handouts from 
bureaucracy’s backdoor. Free com- 
petition and the American house- 
wife have a rendezvous with 
plenty, but that three-headed 


monster of the night still stands 
in the way—OPA controls, Gov- 
ernment extravagance, and labor 


policy. (Applause.) 
Moderator Markham: 


Thank you, Mr. Mosher, but 
your viewpoint is going to be chal- 
lenged promptly. It is a pleasure 
to introduce Dr. William Yandell 
Elliott, professor of government 
at Harvard University, who has 
wrestled with these problems in a 
direct way as a vice-chairman for 
civilian requirements of the War 


Production Board. Dr. Elliott. 
(Applause.) 
Dr. Elliott: 

About two-thirds of Mr. 


Mosher’s remarks, if I understand 
them, show that he is asking for 
tighter controls over labor and the 
budget. I agree, but that isn’t 
what I expected to hear about free 
competition preventing inflation. I 
don’t want to depend just on that 
overworked lady, the American 
housewife, either, in these tough 
shopping times. My wife’s taught 
me that there are some things she 
has to buy. 

Free competition would mean 
depending not only for prices but 
for what is to be produced, just 
on the play of the market,. what 
consumers have to pay for scarce 
articles. Severe shortages shake 
down the consumer still, though 
they are very nice for the seller— 
this market. 


Free competition, real competi- 
tion, simply doesn’t exist with the 
present shortages. Now, are we 
going to junk the whole OPA that 
we have just fought back onto the 
statute books? Not only the price 
controls and the rent controls, too, 
but all the other government con- 
trols? People seem to forget that 
there are 46 orders of the Civilian 
Production Administration, | still 
very necessary, not only to help 
veterans get low-cost housing and 
the first crack at the materials, but 
to break bottlenecks, get low-cost 
clothing, and a lot of other things. 

I don’t believe there are 20 men 
in Congress, and certainly there 
are not that many economists that 
I, know anything about, who 
would today want to depend on 
no other remedy against inflation 
except free competition. That 
would throw out the whole system 
of budgetary and banking con- 
trols, as well as the other war 
powers, the export controls, and 
so on. 

I want to ask a frank question. 
Does Mr. Mosher think that labor 
this fall can be held to any kind 
of willingness to work for present 
wages unless it knows that its 
rents are not going to be kicked 
up? They were kicked up 100 
per cent by some landlords re- 
cently. That its clothes are not 
going to go up another 20? That 
its children may find it hard to 
buy clothing and shoes at any 


reasonable prices? 


The Wage Stabilization Board 
has—since the repassage of the 
OPA — really held the line on 
wages. Does he think this can go 
on if the OPA is thrown out? 


I agree that we can’t lick infla- 
tion if we don’t stop letting every- 
body ride the gravy train. That’s 
basic. . But we still need political 
control over installment buying, 
bank credit, priorities, inventories, 
export controls—not just free com- 
petition. Are we going to throw 
out export licenses, for instance, 
that keep foreigners with many 
billions of dollars from draining 
scatce goods out of this market 

at this time? Remember the word 
“now” in the title, too. 

Competition, in my opinion, 
will be enough in a few months. 
On all except a very few scarce 
articles, we can remove price con- 
trols, and that’s a very generally 
held view in the Administration. 

This moment is the worse pos- 
sible one, because we're just in 
sight of filling the pipe lines— 
getting over the effects of the 
strikes. We don’t want to pull the 
plug now and start the strikes all 
over again. 

What about prices going down 
of their own weight? Some scarci- 
ties cannot be met from presently 
available supplies at any price. It’s 
not only housing that’s cryingly 
short. Food items—not only meat 
that you hear so much about, but 
fats and oils, a lot of others—types 
of building supplies, hardware, 


basic materials like copper, lead, 
zinc, tin, sheet and strip steel that 
holds back automobiles and con- 
sumers’ durable goods at this good 
moment—all of them are likely 
for some time to be in shorter 
supply for civilian demand than 
during the course of the war, 
when I had to wrestle with them. 

Rent, building materials, food 
items—all would go up in this 
market. That doesn’t look like the 
peak of price rises to me. These 
shortages mean real inflation if 
they’re let go—about 50 per cent 
of the family budget at a mini- 
mum—and they would drag wages 
and the rest of the adequate sup- 
plies right after them into the in- 
flation spiral. 

Remember, we're dealing with a 
world demand, not only the United 
States—a demand from countries 
that have somewhere around 20 
billion dollars potential buying 
power. They won’t use it all at 
one time, but it’s there. They 
could throw it into our market 
soon. Shall we throw out the in- 
ternational controls over tin, and 
natural rubber, that we very badly 
need, which now help us get our 
fair share of the world’s supply 
at reasonable prices? We let the 
hides and skins go, with a little 
pressure from the Russians te- 
cently, and promptly items went 
up as much as 100 per cent. Elec- 
tric refrigerators have sold on the 
black market in South America 
for up to $1,000. 


The fact is that this country, 
especially, has money to burn. It 
couldn’t for six months possibly 
get enough of the goods that we 
really need. Our spending poten- 
tial amounts to somewhere cer- 
tainly above 225 billion dollars— 
a McGraw-Hill estimate in a very 
powerful editorial—to say nothing 
of the bank credit that could be 
pytamided on government secu- 
rities owned by banks. 

Don’t we need Federal Reserve 
control and the right kind of taxes 
to prevent inflation with this pic- 
ture? Don’t we need control over 
installment buying and speculative 
inventories still? 

Some people say, “Why keep 
these controls in peacetime?” I 
know everyone’s tired of controls, 
even the people that are admin- 
istering them. 

As a Nation, we always like to 
think the war’s over when the 
shooting stops, and that’s been a 
very bad mistake for the peace. 
We could lose this peace by invit- 
ing inflation through cutting loose 
all these controls now. 


Now, what would it mean? 
Speculative inventories, rising 
ptices, strikes. It would bear 


hardest on the people with fixed 
salaries. But strikes on the wage 
earners are just as inevitable as the 
sun rising, if inflation gets out of 
hand. Strikes would do more to 
cripple production than any pos; 
sible administration of price con- 
trols—even a bad one. 


If production is the answer to 
our inflation problem, our greatest 
danger is strikes. You can’t wash 
out the cost of this war just by 
free competition. If we blindly 
joy-ride into inflation, we get the 
inevitable hang-over from the 
spree. 

We've just passed these control 
laws renewing the war powers to 
deal with war-caused shortages 
after a full hearing and a fair 
democratic fight. If the other 
side means what it says, it would 
obviously want to nullify these 
powers. I say, let’s give them a 
chance to bring inflation under 
control by backing them up as a 
country and by enforcing them as 
a Government. (Applause.) 


Moderator Markham: 


Thank you, Mr. Elliott. Your 
outlook is not shared by our next 
speaker, however, Peter Drucker, 
professor of political economy at 
Bennington College and author of 
a number of stimulating books in 
the field of economics. It’s a 
pleasure to introduce Mr. Drucker. 


(Applause.) 
Mr. Drucker: 


Mr. Eiliott it seems to me has 
side-stepped the real issue. The 
question is not whether we like 
controls but whether they can do 
the trick now and can prevent 
more inflation than we have had 
so far. Mr. Elliott has. not told 
us why he believes that control 
within the next six months will 


work any better than it did in the 
last year. 

I’m convinced that the kind of 
controls which are politically pos- 
sible today cannot prevent further 
inflation. Free competition today, 
I believe, is very, very likely to 
prevent it. The controls we can 
have today are sham controls, pre- 
tend controls—not real controls. 
They are not a real weapon against 
inflation and against higher prices. 
They could not prevent inflation. 
They would probably spur it on 
and stimulate it. 

By controls, I mean, as we all 
do, primarily the OPA. Mr. Elliott 
has tried to suggest that we can 
either scrap all controls or keep 
all controls. I see no reason for 
this “either-or’ approach. There 
are a good many things which no- 

_ body, I think, is very eager to 
scrap. All of us or most of us, 
I think, know that we must con- 
tinue to have rent controls for a 
good long time and we probably 
need considerably more in the way 
cf a positive federal housing 
policy. 

We certainly need a very tight, 
anti-inflationary fiscal policy. That 
means keeping taxes high, which 
nobody likes to hear, and expendi- 
ture low. And we are all agreed 
that if wages jump again, and if 
we have another strike’ wave in 
the next six months, we will have 
inflation no matter what controls 
we have or don’t have. 


But with these basic controls, 
largely self controls, free competi- 
tion during the next six months 
should be able to do the job, and 
actually we have very little choice. 
We have actually very little chance 
of adopting workable controls. By 
our own past sins we have made 
controls unworkable and impotent 
to the point that the only controls 
which we can impose politically 
are a definite hindrance—above alt 
a psychological hindrance to food 
production and an incitement to 
inflationary behavior on the part 
of producer and consumer. 

We made a colossal blunder a 
year ago when we rushed into de- 
controlling everything and when 
we got rid of those controls with- 
out which price controls simply 
cannot wotk and have never 
worked—wage controls, rationing, 
excess profit tax. If a year ago we 
had kept those for another six or 
eight months, we would today have 
full production and probably a 
price level not much above 1941. 

But we didn’t do it. There’s no 
point now in asking who is to 
blame and why not, because we 
didn’t do it. To pretend now that 
price controls can be effective is 
misleading the American public. 


Today, we are in a position 
where we ate very close to full 
production. Today, we are in a 
position where politically the only 
controls we can impose are price 
controls. We cannot any longer 
politically impose wage controls. 


We cannot, I think, impose any 
rationing. We cannot, therefore, 
control what the American con- 
sumer spends his money on and by 
getting rid of the excess profits tax 
we have no control over profiteer- 
ing. 

Under these conditions, price 
control can only encourage hyster- 
ical buying such as we have seen 
in the last three months. 

On the other hand, free compe- 
tition is likely to restore in a very 
short order, again, a market in 
which the consumer controls prices 
instead of the present market in 
which the OPA ceiling price be- 
comes automatically a minimum 
price. Under the present circum- 
stances, I am convinced that only 
free competition can do the trick. 
(Applause.) 

Moderator Markham: 

Thank you, Mr. Drucker. Now 
Sylvia Porter, financial editor of 
the New York Post is about to 
offer her ideas as a target. Miss 
Porter has been writing since the 
tender age of six and was, we un- 
derstand, even before that known 
for her eloquence. Miss Porter. 


(Applause.) 


Miss Porter: 

I cannot agree with Mr. Mosher 
that free competition, pulled like 
a rabbit out of a hat, is the magic 
answer to inflation. Nor can I 
agree with Mr. Drucker that price 
control is so hopeless that the 
quicker we lie down and let the 
inflation wave roll over the better. 
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It is cruel and tragic nonsense 
to debate in mid-August, 1946, on 
ways to prevent inflation. It is 
cruel and tragic because inflation is 
here. 

The average family’s cost of liv- 
ing has skyrocketed recently, is 
now more than 40 per cent above 
the 1941 level. The mad, selfish 
race between prices and wages is 
on now. This spiral is inflation 
and the only question we can de- 
bate is what steps we still may 
take to avert a final blowout. 

Repeatedly, in recent years, I 
have listened to and studied the 
arguments of the opponents of 
economic controls. The argument 
that a high level of production is 
possible only under free compe- 
tition and a high level of produc- 
tion is the only solution to infla- 
tion, the complaint that corpora- 
tions could not and cannot earn 
fair profits under the OPA, the 
assertion that wartime costs of liv- 
ing statistics were woefully inac- 
curate because they failed to re 
flect the fact that millions of peo- 
ple were buying necessities in the 
black market, the promise that any 
price boom under free competition 
would be very temporary, I have 
tried to believe, but I cannot. 

I find, for instance, that pro- 
duction recently has reached the 
highest peacetime levels in all his- 
tory, and that the reasons you and 
I have not felt that production 
more are: 


(1) The rise of production has 
not been even and some shortages 
still are acute. 

(2) There are more people— 
more consumers—in the United 
States than before the war, and 
the Nation’s population has in- 
creased by 5 per cent just since 
1941. 

(3) More people are working 
and receiving higher incomes than 
ever before in peacetime. 

(4) Many producers have with- 
held goods from the market in re- 
cent months in the hope of getting 
higher prices for and profits on 
these goods. An inventory fill-up 
has diminished supply to consum- 
ers, and export demands have been 


added. 


No, I cannot accept the argu- 
ment that a high level of produc- 
tion is possible only under free 
competition, for we are getting the 
production, and we'll get more. 
Only when that production has 
lifted supplies to within a reason- 
able distance of demands, will it 
be time to let free competition de- 
termine the cost of living for my 
family and millions of families like 
mine. 

I find, too, that I cannot accept 
the complaints about corporation 
profits. The Reserve Board fore- 
casts that 1946 corporate profits 
after taxes will be higher than 1945 
spectacular returns. An analysis I 
received this week from a Wall 
Street house makes the intriguing 
comment that profit margins are 
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beginning to be high enough to be 
embarrassing. Those are signifi- 
cant words—‘Embarrassing prof- 
its.” 

I find also that I cannot agree 
that the price rises of the last few 
weeks simply reflect the prices be- 
ing paid anyway by Americans in 
the black market. Not all of 
America dealt in the black market. 
I certainly didn’t, and I am by no 
means unusual. 

To say that the average Ameri- 
can consumer hasn’t felt the in- 
creases of recent weeks is to jest 
at reality. I find, finally, that I 
am not comforted by the promise 
that these rises will be only tem- 
porary. Buying in many lines will 
outrun supplies for much longer 
than a temporary period. 

I ask, what are the millions of 
ordinary wage earners to do while 
ptices are booming? Shall the 
man who must support a family 
on $40 a week stop eating tempor- 
arily, or stop clothing his children 
temporarily? Is he expected to 
hold his breath for six months? 

That average wage earner will 
dig into his savings. He will bor- 
row. He will slash his living stand- 
ards. A temporary inflation may 
be just as inconvenient to the man 
with the large income, but a tem- 
porary inflation is distastrous to 
the low-income American. 

I do not ask for permanent con- 
trols, but it would be defying the 
teachings of history and plain com- 


mon sense te permit free competi- 


THE SPEAKERS’ COLUMN 


IRA MOSHER—Mr. Mosher was born in 
1887 in Melrose, Massachusetts. He be- 
gan his business career as a bookkeeper, 
studied accounting and became one of 
Massachusetts’ first certified public ac- 
countants. After connections with several 
companies in accounting, engineering, 
banking, and industry, he joined the 
American Optical Company as comptrol- 
ler. In 1930, he became treasurer and 
three years later he was named _ vice- 
president and general manager. He re- 
signed from this last position in 1944 
when he was made president of the 
National Association of Manufacturers of 
which he is now chairman of the Board 
of Directors. Since 1936 he has been 
president of the Russell Harrington Cut- 
lery Co. of Southbridge, Mass., and di- 
rector of the Southbridge National Bank. 


WILLIAM YANDELL ELLIOTT — Born in 
Murfreesboro, Tenn. Dr. Elliott has his 
A.B. and A.M. degrees from Vanderbilt 
University. He also received a certificate 
from the Sorbonne, in Paris, and a de- 
gree of Doctor of Philosophy from Bal- 
eect ese of Oxford University in Eng- 
and. 

Dr. Elliott has been on the teaching 
staffs of Vanderbilt University, the Uni- 
versity of California, and Harvard. He 
has taught government at Harvard since 
1925. Dr. Elliott has been a _ consultant 
with such groups as the President’s Com- 
mittee on Administration Management; 
National Advisory Defense Commission, 
and the Office of Production Manage- 
ment. He was also director of the Stock- 
pile and Transportation Division of the 
War Production Board. 

Dr. Elliott is the author of The Prag- 
matic Revolt in Politics, The New British 
Empire, The Need for Constitutional Re- 
form, and (with others) The City of 

an. 


SYLVIA FIELD PORTER—Financial col- 
umnist for the New York Post, Miss 
Porter, teceived her A.B., magna cum 
laude, from Hunter College in 1932. She 


tion to determine our lives now. 


It is not un-American to plan for 
stability during a crisis. It is naive 
and it is cruel not to. (Applause.) 


Moderator Markham: 


Thank you, very much, Miss 
Porter. Would you please remain 
here beside me while I invite your 


te 


also studied at the Graduate School of 
Business Administration of New York 
University. After two years with the firm 
of Glass and Krey, Miss Porter did re- 
search in government finance with Charles 
E. Quincy. In 1934, associated with R. 
W. Mansfield, she engaged in publishing 
the first service devoted exclusively to 
United States government bonds. She is 
now editor of a weekly news_ letter, 
‘Reporting on Goyernments,’’ which is 
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colleague and your opponents to 
come forward again? Unless some 
one here has been convinced and 
is ready to go over to the opposing 
camp? No, I was afraid that you 
would be sticking by your guns! 
Well, then, since we can’t agree 
yet, then perhaps we can in the 


next few moments sharpen up the 
points of disagreement. Mr. Mo- 
sher, it was only sheer politeness, 
was it not, that kept you from 
interrupting while Miss Porter was 
speaking? (Laughter.) 

Mr. Mosher: We had a little 
discussion of that ahead of time. 
I wish time permitted to go into 
some of the points that have been 
made. I am first delighted to find 
that some of my opponents think 
there is something else to this pic- 
ture than to hide it under so-called 
control prices. I am going to cover 
one or two things as fast as I can. 

In the first place, I want to point 
out that we have tried to iflate 
costs and have done so, and at the 
same time have had to deflate 
prices—rather impossible two ends 
of a given stick. 

Miss Porter said that prices are 
up some 40 per cent already. That, 
I point out to you, was done 6n 
the what she calls “‘control.’’ Now, 
I can’t put those two facts together. 
Some talk about production. The 
production index today is 177, and 
I don’t mind saying that I don’t 
like such indexes, because I don’t 
think they tell us the truth, as I 
will try to point out briefly. The 
production at the peak was 245. 
We have a third more people 
working in this country today than 
we had a year ago. 

Dr. Elliott: If you don’t believe 
in those figures, Mosher, why do 
you use them? 
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Mr. Mosher: They are the only 
figures there are that are available. 
(Laughter and applause.) 

Dr. Elliott: I want to hear either 
you or Drucker, who, by the way, 
has accused me of sidestepping or 
ducking—something that I think 
I’ve never been accused of before; © 
I think he was just covtring 
up his own ducking—I want to 
hear either one of you say some- 
thing about bow free competition 
alone is really going to tackle this. 

Mr. Markham: Will you tackle 
that, Mr. Drucker? 

Mr. Drucker: Well, I think a 
very simple thing is what Miss Por- 
ter said about profit margins. If 
profit margins are becoming em- 
barrassingly high under controls, 
the one way to bring them down 
is to let competition do its job 
because that would fast bring 
profit margins down. And I'd like 
to ask Miss Porter— 

Dr. Elliott: Now, wait a min- 
ute. You don’t get by with that— 

Mr. Drucker: I’d like to ask 
Miss Porter what she thinks the 
present break in the stock market 
means, if it doesn’t mean that 
people down there expect profit 
margins to be cut—they hope they 
will be cut. 


Mr. Mosher: How about that, 
Miss Porter? 
Miss Porter: I think this would 


be a fine time not to discuss the 
stock market, there being many 
more closer things, to me, at any 
rate, to mention. Before I get 


pushed off, here, I’d like to men- 
tion that the two points that Mr. 
Drucker and Mr. Mosher brought 
out about labor being the absolute 
key to whether free competition 
can do the job, I'd like to mentiog 
just one thing. One way to keep 
labor from getting into a large 
“titilly” this fall and putting on 
strikes and stopping production is 
to give labor something about 
prices it can believe in, and to give 
labor enough of a belief in the 
stability of prices where the strikes 
which they threaten will not have 
any justification and any basis. 
(Applause.) 

Mr. Markham: [ am having a 
little difficulty, Mr. Mosher, with 
Dr. Elliott, who insists on saying 
just a word at this point. Dr. 
Elliott. 

Dr. Elliott: Well, I mean I never 
saw a hit-and-run technique better 
than Drucker’s, really. (Laughter.) 
He just blithely says that if profits 
are too high, just let free compe- 
tition bring them down, and that’s 
on a par with his whole explana- 
tion of how free competition is 
going to do something with an 
absolute shortage of goods which 
can’t be met by any prices. Now, 
that’s what we’re up against. He 
says I say that price controls, and 
so on, ate the main things, and 
that we all believe in that. Well, 
I don’t. I’ve talked about in- 
ventory controls, I’ve talked about 
the CPA controls—and believe me, 
they are real; they are being ap- 


14 


plied today. If you will try to 
build a house, Mr. Drucker, you 
say that you approve of. You say 
you approve of tight fiscal con- 
trols; you approve of rent con- 
trols. Why don’t you approve of 
other controls? It’s the same story 
all the way across the board. (Ap- 
plause.) 

Mr. Drucker: Well, I don’t ap- 
prove of price controls today for 
one major reason. Because the 
American public, as a whole, takes 
them as an incitement to panic 
buying, because every ceiling price 
becomes a minimum price and at 
once creates a black market. If 
you have that removed, I’m con- 
vinced that people will stop hoard- 
ing, will stop panic buying, that 
people will look at the quality of 
the merchandise they buy and that 
the kind of dangerous business 
which we have all seen in the 
panic buying of nylons, cr in the 
recent OPA upping of dealers’ 
discounts on automobiles, which 
is considered one of the most 
unjustifiable price increases, would 
never have happened and that to- 
day it is the OPA which actually 
incites people to buy things they 
do not need, to pay prices they 
should not pay and to get stuck 
with shoddy goods they would not 
touch otherwise. 

Dr. Elliott: Mr. Drucker, do you 
suggest that automobiles would be 
lower in a free market than they 
are under OPA? 


Mr. Drucker: Well, as a matter 
of fact, the manufacturers opposed 
bitterly the recent rise of dealer’s 
discounts— 

Dr. Elliott: Dealer's discounts— 

Mr. Drucker: —which are the 
things that have increased auto- 
mobile prices. 


Miss Porter: Because they 
weren’t dealers. (Laughter.) 
Mr. Mosher: Well, I want to 


butt into that. I want to butt into 
this automobile discussion, because 
the automobile’ companies didn’t 
want to increase prices at all, but 
when you increase your costs and 
don’t get increased production, you 
have no other result except to in- 
crease prices. 

I want to take a second now 
and point out that Dr. Elliott and 
Miss Porter are making some basic 
assumptions that controls work 
and that planning can be made to 
work. We've had a 40 per cent 
increase in prices, so Miss Porter 
says. That doesn’t check with the 
figures that were being questioned, 
but it’s near enough. Now, then, 
we had planning in this country 
talked about. We were planned 
to have 12 million unemployed this 
spring, and we’ve got the biggest 
employment this country ever saw 
and we're still not getting produc- 
tion, regardless of the production 
index. 

Mr. Markham: Mr. Mosher, 
shall we give Miss Porter the floor 
again just a moment? 

Miss Porter: Before that 40 per 
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cent figure gets lost, the major 
increases were in the early part 
of °41, before the hold-the-line 
policy was adopted. I think, Mr. 
Mosher, if you have been in any 
shop since June 30, 1946, you are 
aware that the major increases in 
food, which after all is as close to 
anybody in this audience as any- 
thing you can mention, occurred 
since June 30, 1946. The increases 
which took place during the war, 
were relatively mild, considering 
the shortages and considering we 
were fighting the most costly war 
in all history. (Applause.) 

Mr. Mosher: Ill agree ° that 
certain food prices have gone up 
and apparently have gone up ex- 
otbitantly. At the same time, the 
absorbing of those costs, which 
were hidden by the Government, 
are primarily responsible for that 
picture. 

Dr. Elliott: Well, may I just 
put in a little word about fig- 
ures, since we're bandying them 
around. You know, the wholesale 
index of nonfood, nonfarm prod- 
ucts, has gone up and went up 
immediately after the OPA went 
out of the picture. Two per cent 
of it was accounted for, no doubt, 
by subsidies. That, I’m perfectly 
prepared to admit. But where it 
had gone up less than two per 
cent over the 100 as an index, 
during the whole period, after 
taking off the OPA this year, it 
jumped 10 per cent immediately 
afterwards. And that’s industrial 


products—30 per cent was the 
wholesale rise for the other things. 

Mr. Mosher: Well, as a matter 
of fact, that same index shows an 
increase of some 14 per cent and 
another index shows 16— 

Dr. Elliott: Retail. 

Mr. Mosher: And 10 of that 
16 is your government subsidies 
and your black market operations. 
Another point is that in one of 
those indexes they used the price 
of silk which went up 250 per 
cent, or some such figure, and the 
only sales made were made by the 
Government itself to itself. 

Dr. Elliott: That’s your thirty 
commodities. (Applause.) 

Mr. Markham: Just a moment 


now, Mr. Mosher. Dr. Drucker, 
please. 
Mr. Drucker: While I’m no 


good at bandying figures around, I 
have never yet seen a figure which 
cannot be proved and disproved 
with equal ease, and that— 

Mr. Mosher: Improved? 

Mr. Drucker: Disproved, im- 
proved, proved, whatever you want. 
But I think the point which Mr. 
Mosher made and which was in 
danger of getting lost is that we 
all would be for controls if they 
could work today. 


Mr. Mosher: I wouldn’t— 

Mr. Drucker: Well, all right, 
I would be, definitely. (Laughter.) 
The point is that I don’t think 
there is any chance, not with the 
attitude of the American consumer 
towards controlled prices, not with 
the attitude of the producer. Now, 
I don’t know who’s to blame for 
that, but just now, when we are 
within sight of production on 80 
or 90 per cent—now here I’m using 
figures—of all industrial goods 
and food, it is a very dangerous 
thing to keep definite psychologi- 
cal incitements to overbuying, to 
inflationary and panicky hoarding, 
such as the OPA prices have be- 
come. There are large parts of 
this country where the OPA prices 
make possible the black market, as 
we all know. 

Mr. Markham: Well, now just 
a moment, Mr. Drucker, Miss Por- 
ter and gentlemen. The issues 
have been joined, have they not? 
The problems are indeed vital to 
our future well-being. It’s high 
time that our studio audience here 
at Radio City took part in our de- 
liberations. Before we lose our 
sense of time and place, however, 
suppose we pause briefly for sta- 
tion identification. 


QUESTKONS, PLEASE! 


Mr. Markham: It would per- 
haps, I think, heighten the appre- 
ciation of the radio audience ifvit 
knew that a $25 United States 
Savings Bond hangs in the balance 
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as our studio audience begins its 
participation in this week’s Amer- 
ica’s Town Meeting. A committee 
of judges has been selected and 
that committee will award the 


bond to that individual who asks 
the question which, of all the 
questions stated, seems best to 
bring out pertinent facts or to 
clarify the issue under discussion. 

Now for the questions. 

Man: Mr. Mosher. Were it not 
for political, not American, and 
selfish reason at large on either 
side, don’t you think that we have 
sufficient flow already of produc- 
tion to fight inflation? 

Mr. Mosher: No, I don’t think 
we do have. I’m afraid the mer- 
chandise isn’t coming out. I can’t 
buy a $2 shirt although I can buy 
a $7 one. I know that. The mer- 
chandise is not getting into the 
market so you and I can buy it. 
Where it is, nobody seems to 
know. I think I have some very 
definite ideas where it is. It isn’t 
here; it isn’t being produced. 

Mr. Markham: There’s a gentle- 
man back here in the upper sec- 
tion. 

Man: My question is directed to 
Dr. Elliott. How can a true cure 
for inflation, that is, increaséd pro- 
duction, come about if OPA con- 
tinues to increase the demand for 
goods and retard an ‘increase in 
supply? 

Dr. Elliott: Well, in the first 
place, OPA has nothing to do with 
the demand for goods. In spite of 
Mr. Drucker’s elaborate, psycho- 
logical. analysis, the demand for 
goods goes on because people 
need goods. They sometimes specu- 
latively demand goods in an in- 


flation period more than the occa- 
sion of real demand is, and I call 
his attention to that. If there is 
any one fact that promotes over- 
buying it’s inflation. 

As a matter of fact, the controls 
that we have had up to this time, 
even though I have not always 
agreed with their administration, 
have held down the prices of goods 
against an inevitable demand in a 
shortage period. 

I say the controls, by and large, 
have worked. The best proof that 
they have worked is the fact that 
when the OPA was in the wind 
and about to be put back on, busi- 
nesses did not kick prices farther 
than they did. (Applause.) 

Mr. Mosher: Mr. Elliott said 
that controls have worked. In 
England, against our 32 per cent 
increase—I’m now using figures 
that are government figures as of 
a certain date—England has gone 
up 31 per cent, Sweden has gone 
up 47 per cent, and Germany, 
which had perfect control we are 
told, only went up 10 per cent. 
Do we want Germany?(Laughter.) 

Mr. Markham: You're being 
paged, Mr. Drucker, by a a 
man back here. 

Man: Mr. Drucker. Why not 
accept challenge to law and order 
of black marketeers and by proper 
financial support of price control 
demonstrate the effectiveness of an 
aroused democracy? 

Mr. Drucker: 1 don’t know, Mr. 
Goodman, what you might mean 
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by proper financial support of price 
control. 

Man: You advocated cutting 
price control appropriations. I say 
by all means let’s support price 
control. Give it a real support and 
kill one of the greatest boosts of 
inflation—the black market. 

Mr. Drucker: Are you willing, 


as I am, to go back to rationing, 


to go back to wage control, and 
‘to go back to excess profit taxes? 
I am. 

Man: Mr. Drucker, I think all 
you’ve got to do is to make up 
your mind to enforce the law. All 
you’ve got to do is to put a few 
of the top-notch black marketeers 
in jail. (Applause.) 

Mr. Drucker: Ym all in favor 
of that, but I’m afraid that you 
won't get anywhere. We have 
seen that far too often after the 
last war, during this war, on a 
worldwide scale. You put the 
black marketeers in jail, but it 
isn’t the black marketeers who 
make the black market. It’s the 
innocent consumer, I’m afraid, 
who doesn’t see any harm in pay- 
ing 10 per cent over the price. You 
can’t put half the population in 
jail, And I don’t think you'd 
want to. (Applause.) 

Man: Miss Drucker, how by price 
control, without rationing, do you 
expect to get scarce foods into the 
hands of people who can’t afford 
to pay black market prices for 
them. 


Mr. Drucker: Well, I don’t, as 
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you know. I don’t. I’m sure that 
if we get price control without 
rationing, which is precisely what 
we have, it goes into the black 
niarket. 

Man: Mr. Drucker, I wanted to 
address that question to Miss Por- 
ter. 

Mr. Markham: Well, I’m sorry. 
Miss Porter, please. 


Miss Porter: Well, I would be 
very glad if we could have ra- 
tioning back. As a matter of fact, 
I wish we hadn’t got rid of it. I 
wish we hadn’t got rid of any of 
the wartime controls which we got 
rid of with such glee and such un- 
happy haste, at the insistence of 
such organizations as Mr. Mosher 
represents, on the basis that free 
competition after V-J Day would 
immediately solve the problem of 
inflation. (Applause and laugh- 
ter.) If we hadn’t got rid of 
them, this wouldn’t be coming up. 
But if we haven’t got rationing, 
which we probably won’t get back, 
then the least we can do—the most 
we can do, too—is for each one of 
us to act as our own rationing 
forces and make price control work 
as best it can. 


Man: May I ask one more ques- 
tion on that? 

Mr. Markham: Just a moment, 
please. The line is forming be- 
hind Miss Porter here. 

Mr. Mosher: I just want to point 
out that in the first place Miss 
Porter is advocating what I think 
is a complete planned economy and 


I don’t want to live in that kind 
of a country next. (Laughter.) 
I want to say that the Association 
that I represent, and occasionally 
speak for, does not take the posi- 
tion that Miss Porter insinuated 
we took. We're not responsible 
for the system that the Government 
has used—to get rid of certain con- 
trols and keep others on. We are 
not in favor of the things that they 
have done that have promoted in- 
flation, at the same time trying to 
go through deflation. We don’t 
go that route. 

Miss Porter: Before the impres- 
sion gets into the mind of any- 
body that I am in favor of a com- 
plete planned economy, let me re- 
peat my own words at the ending 
of what I said before. There is 
nothing un-American in having the 
_ brains to plan when you are in 
trouble. I don’t advocate a com- 
plete planned economy, but I think 
it’s only intelligence to recognize 
that there are some things that one 
can do outside of letting the forces 
of nature just kill you every few 
years or put you in a depression 
every ten. (Applause.) 

Mr. Markham: Mr. Elliott, will 
you please step forward? 

Dr. Elliott: Yes. I'd like a crack 
at that one, too, because we are 
put in the false position by some 
of the implications of this of “all 
or nothing.” I observe that Druck- 
er is a great “all or nothing” fel- 
low. Either we must have all the 
controls or none of them. Now, I 
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think that’s nonsense. You take 
off the controls as the situation de- 
velops to the point where competi- 
tion can take care of the situation, 
of course. That’s the American 
thing, and we’re doing that. But 
you don’t take them off until the 
situation does warrant it. As for 
planning—may I quote from that 
apostle, that archapostle, that 
antiplanner of par excellence Mr. 
Hayek in his book, The Road to 
Serfdom, which has been a great 
comfort to the Manufacturers As-: 
sociation and others. (Laughter.) 
He says—I think this is very appo- 
site because he’s an honest man 
much like Mr. Mosher (laughter) 
—“However much one may wish a 
speedy return to a free economy, 
this cannot mean the removal at 
one stroke of most of the wartime 
restrictions. Nothing would dis- 
credit the system of free enterprise 
more than the acute, though prob- 
ably short-lived, dislocation and 


instability such an attempt would 


produce.” And before Drucker 
picks me up on short-lived, it was 
short-lived after the first World 
War, but it did the business. It 
wiped out our savings in less than 
six months. 

Mr. Markham: Well, now, Mr. 
Drucker, will you take him up? 

Mr. Drucker: I think we have 
already had this dislocation—we’re 
having it—and precisely because 
we did get rid of these controls far 
too soon, far too hastily. I don’t 
want to get into the question of 


who is responsible because every- 
body is—pretty near everybody. 
Labor, manufacturers, distributors, 
consumers—all of them pressured 
for the lid off a year ago. 

The question is whether, now 
that it is impossible to put the lid on 
again, properly, we haven’t reached 
the point where there’s very little 
pressure left unless we again put 
pressure on. I think we have 
reached the point where we are 
very near the peak of the postwar 
rise, very near. I think in most 
items we are over it, if we do not 
put the psychological saddle burr 
under the saddle of that inflation- 
ary horse. : 

Man: Mr. Mosher, if labor is 
not to receive increased wages, who 
is to purchase the increased pro- 
duction? 

Mr. Mosher: Well, I think 
you're mixing up two facts. In 
the first place, you’re disassociat- 
ing wages from production. There 
is only one way you and I can’ get 
paid—and that is out of what we 
produce. To pay us dollars for 
something we don’t produce 
doesn’t give you more things to 
buy. What you’re asking is, who 
is going to buy the things? You’ve 
got to produce them first, and after 
we produce them we ought to get 
paid for them. Tl admit that in 
some cases perhaps we haven’t got 
paid as much as we wanted, but 
you don’t get paid over a period 
of time for things you don’t pro- 
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duce, so you don’t have to answer 
the question from that angle. 

Mr. Markham: There’s a lady 
up here on the mezzanine floor 
with a question. 

Lady: I have a question for Dr. 
Elliott. Dr. Elliott, how can price 
control possibly prevent black 
markets in the future when black 
markets virtually vanished imme- 
diately upon the suspension of 
price control? 

Dr. Elliott: Excuse me, lady. 
Black markets vanished because 
they were legalized in a consider- 
able measure. (Applause.) No, I 
don’t pretend that price control is 
going to control all black mar- 
kets though I think it’s a chal- 
lenge to us as citizens to back this 
up until the thing comes back into 
place. I want to tell you that 
free competition that is acting on 
a short market, we had lots of 
experience with in the war. When 
people begin to grab short in- 
ventories and bottleneck items— 
coal and strip and sheet steel— 
for instance, and lay it up in ex- 
cessive inventories — that’s free 
competition, but it plays hob 
with the fellow that doesn’t get it. 
If you don’t have some way of 
evening out that supply until 
there’s plenty of coal and strip and 
sheet for all the people all around 
—and I just use that—you can 
stop that. Inventory controls did 
stop it, and they’ve stopped it 
time and again when it gets ex- 


cessive. It’s to make the game 


played according to the rules, that 
we're trying to do it. 

Mr. Markham: Dr. Elliott, Mr. 
Mosher wants to make a comment. 

Mr. Mosher: I hate to disagree 
with Dr. Elliott again. He and I 
got along too well on that war 
production job he did and he did 
a magnificent job. But he over- 
looks one thing, and that’s what 
we've got to point out in relation 
to that last question. 

The thing we want is to get pro- 
duction, and if you will get the 
production you'll remove most of 
this black market stuff. True, there 
are ceftain items—world items—— 
which we face shortages of for a 
long time to come and I’m not 
letting those clog my thinking as 
to the general picture. We've got 
to get production and everything 
we do that prevents production 


promotes inflation and promotes’ 


black markets and everything that 
goes along with it. As long as 
you maintain these controls you 
- won’t have it. Let me add this 

- further thing. Mr. Bowles himself 
testified in front of Congress that 
if price controls were maintained 
for another year, we would face 
the same chaos, the same hiatus in 
prices, that we'd face if they went 


off today. I'd like to see the job 
behind us. 

Mr. Markham: Here’s Miss 
Porter. 

Miss Porter: I think, Mr. 


Mosher, that no matter what set 
of figures you take, you'll find that 
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the figures will show that produc- 
tion today on an over-all basis, 
and a unit basis, and a volume 
basis, is at the highest level of 
peacetime that we have ever 
known. It’s spotty, but it’s going 
up, and except in lines where it 
just hasn’t been able to catch up 
it is going fast. 

Now, labor has made it very 
clear that if they don’t have faith 
in stability of prices, they're going 
to strike. They've made it clear 
that those strikes will be as bad as 
they were this past winter. That 
means production will be inter- 
rupted. Is the way to get the 
production you want, which we are 
getting now, to make it impossible 
by having the workers who pro- 
duce the production stop pro- 
ducing? (Applause.) 

_Mr. Mosher: t want to point out 
some figures. Production was 245, 
I think, at the peak in May of 1943. 
It’s now 165 or 170, using the Fed- 
eral Reserve index which Miss Por- 
ter uses in her writing, and I will 
check with her on that one. Now 
where has that production gone? 
Let me take a specific case—the au- 
tomobile industry. The production 
of automobiles, today, I am told, 
is 50 per cent of what it was pre- 
war, and the payroll—the number 
of people at work—is materially 
larger. Where are the cars? 

Mr. Markham: You have been 
very patient up there back of the 
post, what’s your question? 


Man: J should like to ask Mr. 
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Drucker a question that has been 
avoided a few times. The answer 
has becu avoided a few times. How 
aze salaried employees and those 
people that are pensioned supposed 
to sustain themselves for the next 
six months until competition 1s 
supposed to bring prices down? 

Mr. Drucker: Well, I am glad 
that you bring out the point that 
it’s a problem for six months, or 
thereabouts, because that’s very 
often forgotten. It’s a problem 
of the transition period and all of 
us are apparently agreed that it is 
matter of six months or there- 
abouts. 

Man: You said that it should 
take six months. That isn’t prob- 
able—that’s only possible on your 
part. 

Mr. Drucker; 1 think that we 
are very near the peak. The ques- 
tion is how did white-collar work- 
ers—and IJ am one of them myself 
—and people that are pensioned 
stand it so far. Well, we’ve stood 
it pretty badly, as you all know, 
and I don’t want to get any more 
of it, and we are bound to get it 
unless we mobilize the consumer 
again, and the consumer is not sup- 
porting OPA price controls. I 
don’t know why, but he isn’t. On 
the contrary, the only effect it has 
on him is to make him buy. 

Mr. Markham: Thank you, Mr. 
Drucker. This. gentleman right 
down here. : 

Man: Miss Porter. You spoke 
of the fact that the crisis continues 
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to exist: How can you overcome 
the shortage of goods as long as 
the Government, through debt, 
continues to issue money without 
the relative merchandise produc- 
tion—the basic cause of inflation? 

Miss Porter: You are questioning 
the fiscal policy of the Govern- 
ment, obviously. Well, in the first 
place, the Government hasn’t been 
borrowing money—money over 
what it is taking in—since the Vic- 
tory Loan in December. You 
bought a war bond probably in 
December, and that was the last 
extra borrowing that was done by 
the Government. 


In the last eight months, there 
has been a steady program of debt 
reduction. We've even cut our 
debt by about 11 billion dollars as 
of August 1, which is not exactly 
peanuts. 

Fiscal policy is very important. 
We should have a program of debt 
reduction. The budget should be 
balanced. The spending which 
creates the money definitely is not 
essential now—it may be at some 
future time when we have a de- 
pression. These programs are all 
part of preventing the inflation at 
the moment. Steps are being made 
along that line. Price control is 
on the other field. 

Mr. Markham: J think we have 
time for one more question. You. 
sir, over there. 

Man: My question is for Mr. 
Mosher. Practically speaking, hal! 
of the present problem represent: 
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a tremendous surplus of funds in 
the hands of the public. Are you 
in favor of the reimposition of 
higher taxes to draw off the surplus 
money? 

Mr. Mosher: No, sir, I'm not. 
(Laughter.) I want to see a tax 
structure that will promote pro- 
duction. When you have a tax 
structure that is so high that there 
is no incentive left to work, we 
won’t get production, and that’s 
what you and I all want. 

Mr. Markham: We'll give you 
just 20 seconds, Dr. Elliott. 

Dr. Elliott: Well, all I can say 
is that if we don’t cut spending 
and riding the gravy train, we’ve 
got to have higher taxes or have 
inflation—one way or the other. 
Now clearly, a judicious combina- 
tion of both of those things is in 
order. But when people see gov- 
ernment debt retired, it’s a symbol 
to them just as this has been a 
symbol that inflation is brought to 
an end. I regard this stock market 
as an indication that people really 
believe that we’ve got it ‘under 
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Mr. Markham: Thank you, very 
much, good people, for all those 
thought-provoking questions, and 
you, Miss Porter, and gentlemen, 
for your equally thought-provok- 
ing answers. Miss Porter and Mr. 
Drucker will, in a moment, sum 
up tonight’s discussion, and while 
they are preparing themselves, here 
is an announcement on next week’s 
Town Meeting. 
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Announcer: Next Thursday our 
subject will be a political one, im- 
portant to every voter in the 
United States. “Will America 
Progress More Under Republican 
or Democratic Leadership?” Our 
Democratic speakers will be 
Chester Bowles, former Director 
of Office of Economic Stabilization, 
and former price-control adminis- 
trator, and Representative Mike 
Monroney of Oklahoma. Our Re- 
publican speakers will be Senator 
Owen Brewster of Maine, and Rep- 
resentative Clarence Brown of 
Ohio, now National Campaign 
Director for the Republican party. 
Your guest moderator will be Dr. 
Houston Peterson, professor of 
philosophy at Rutgers University. 
Now, Mr. Markham. 

Mr. Markham: Sylvia Porter 
will now sum up for those who 
believe that free competition can- 
not now prevent inflation. Miss 
Porter. 

Miss Porter: Mr. Mosher has 
spent two-thirds of his time advo- 
cating government economy, and 
the rest of the time appealing to 
the American housewife to hold 
the line and laborers to be good 
laborers, and please don’t inter- 
fere with production and profits. 
But Mr..Mosher hasn’t told us yet 
how free competition is going to 
cure shortages or hold ‘down liv- | 
ing costs. 

We haven’t as much faith, Dz; 
Elliott and I, as apparently Mr. 
Mosher has in the mitgcle-pro- 
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ducing abilities of two words—free 
competition. 

Mr. Drucker on the other hand, 
has made it clear that he doesn’t 
like what happened in the past, 
and about all we can do now is 
just lie down and let the inflation 
wave of the future roll over us, 
and as we drown blame our fate 
on the colossal blunders of days 
gone by. 

Well, there were blunders, and 
there’ll be more. But the fact is, 
that the price line did hold reason- 
ably well until June. The fact is 
that between June and July 15, 
alone, retail food prices went up 
14 per cent, wholesale prices for 
food and farm products sky-rock- 
eted 30 per cent, and that prices 
have gone up all along the line. 

If Mr. Mosher and Mr. Drucker 
really want production, let them 
back controls and try in every way 
to hold down prices. (Applause.) 

Mr. Markham: Thank you, Miss 
Porter. Thank you, very much. 
Now, speaking for those who be- 
lieve that free competition can 
now prevent inflation. Mr. 
Drucker. 

Mr. Drucker: The question is 
one of the next six months, during 
which we are still in a transition 
period. The question is not whether 
we have done a good job,«because 
I think there is no doubt that we 
have done a very poor one. The 
increases in prices are much greater 
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than the index shows, because the 
black market has, unfortunately, 
become an American institution 
with very bad effects, I think, not 
just on our pocketbooks but on 
our basic morals. , 

The question is can we, during 
the next six months, bring about 
a transition without a further 
sweep of prices and without the 
black market. Price control today 
means, Mr. Mosher and I are con- 
vinced, higher, not lower prices. 
It means more black markets in- 
stead of less black markets. The 
only way to get production going 
and to get the consumer aroused 
and to get the consumer willing 
again to reassert himself is through 
free competition. (Applause.) 

Mr. Markham: Thank you, very 
much Mr. Drucker, Miss Porter, 
Mr. Mosher, and Mr. Elliott. 
You've all helped to make this a 
memorable and a stimulating ex- 
perience. 

Now our committee of judges 
advises me that the question which 
has won the $25 United States 
Savings Bond, was submitted by 
Mr. Kaye, of New York City, to 
Miss Porter. “How, by price con- 
trol without effective rationing, do 
you expect to get scarce foods into 
the hands of people who cannot 
afford to pay black market prices 
for them.” Congratulations, Mr. 
Kaye. (Applause.) 


